
July 13, 2005

VIA HAND DELIVERY

Charles L.A. Terreni, Esquire
Chief Clerk/Administrator

South Carolina Public Service Commission
101 Executive Center Dr. , Suite 100
Columbia, SC 29210

Re: Application of Haig Point Utility Company, Inc. for Approval of an

Adjustment in Rates and Charges for Water and Sewer Services
Docket No. 2005-34-W/S

Dear Mr. Terreni:

Enclosed for filing please find an Errata Sheet for the Direct Testimony of Dr.
Douglas Carlisle. Please date stamp the extra copy enclosed and return it to me via our

courier.

Also, by this letter, we are serving the same on Counsel for the Applicant and

Counsel for the Intervenors. Enclosed is a Certificate of Service to this effect.

Please let me know if you have any questions.

Sincerely,

Wendy B.Cartledge

WBC/sbh
Enclosure

cc: G. Trenholm Walker, Esquire (w/enclosures)
John F. Beach, Esquire (w/enclosures)
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BEFORE

THE PUBLIC SERVICE COMMISSION

OF SOUTH CAROLINA

DOCKET NO. 2005-34-W/S

IN RE:Application of Haig Point Utility
Company, Inc. for Approval of an
Adjustment in Rates and Charges
For Water and Sewer Services

)
)
) CERTIFICATE OF SERVICE
)
)

This is to certify that I, Rena Grant, an employee with the Office of Regulatory Staff,

have this date served one (1) copy of the ERRATA SHEET FOR THE DIRECT

TESTIMONY OF DR. DOUGLAS CARLISLE in the above-referenced matter to the

person(s) named below:

VIA ELECTRONIC MAIL AND U.S. MAIL

G. Trenholm Walker, Esquire
Pratt-Thomas, Epting dk Walker, P.A.

Post Office Drawer 22247
Charleston, SC 29413

VIA ELECTRONIC MAIL AND HAND DELIVERY

John F. Beach, Esquire
Ellis Lawhorne 4 Sims, P.A.

Post Office Box 2285
Columbia, SC 29202

Rena Grant

July 13, 2005
Columbia, South Carolina
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This is to certify that I, Rena Grant, an employee with the Office of Regulatory Staff,
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person(s) named below:

of the ERRATA SHEET FOR THE DIRECT

CARLISLE in the above-referenced matter to the

VIA ELECTRONIC MAIL AND U.S. MAIL

G. Trenholm Walker, Esquire

Pratt-Thomas, Epting & Walker, P.A.
Post Office Drawer 22247

Charleston, SC 29413

VIA ELECTRONIC MAIL AND HAND DELIVERY

John F. Beach, Esquire

Ellis Lawhorne & Sims, P.A.
Post Office Box 2285

Columbia, SC 29202

Rena Grant

July 13, 2005

Columbia, South Carolina



Testimony of Douglas H. Carlisle, Jr. Docket No. 2005-34-W/S Haig Point Utility Co., Inc.

ERRATA SHEET FOR DOUGLAS H. CARLISLE, JR.

FOR

THE OFFICE OF REGULATORY STAFF

DOCKET NO. 2005-34-WS

IN RE: HAIG POINT UTILITY COMPANY, INC.
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21

The following changes are made to my Direct Testimony and Exhibits:

Page 3, line 20 "STRUCTURE DID YOU ADOPT FOR YOU ANALYSIS?"

should read "STRUCTURE DID YOU ADOPT FOR YOUR ANALYSIS?"

Page 4, line 11:"$7,345ss should be changed to "$23,769th

Page 9, line 7, "inflation-index" should read "inflation-indexed"

Page 10, line 12, "I took my" should read "I took the"

Exhibits

Exhibit DHC-1 should be replaced by the revised version, DHC-1 REVISED,

attached.

Exhibit DHC-3 should be replaced by the revised version, DHC-3 REVISED,

attached.

Exhibit DHC-8: pages 2 & 3 of 3 should be removed and the attached pages

inserted.

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263,Columbia, SC 29211
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ERRATA SHEET FOR DOUGLAS H. CARLISLE, JR.

FOR

THE OFFICE OF REGULATORY STAFF

DOCKET NO. 2005-34-WS

IN RE: HAIG POINT UTILITY COMPANY, INC.

The following changes are made to my Direct Testimony and Exhibits:

Direct Testimony

Page 3, line 20 "STRUCTURE DID YOU ADOPT FOR YOU ANALYSIS?"

should read "STRUCTURE DID YOU ADOPT FOR YOUR ANALYSIS?"

Page 4, line 11: "$7,345" should be changed to "$23,769"

Page 9, line 7, "inflation-index" should read "inflation-indexed"

Page 10, line 12, "I took my" should read "I took the"

Exhibits

Exhibit DHC-1 should be replaced by the revised version, DHC-1 REVISED,

attached.

Exhibit DHC-3 should be replaced by the revised version, DHC-3 REVISED,

attached, .........

Exhibit DHC-8: pages 2 & 3 of 3 should be removed and the attached pages

3

21 inserted.

THE OFFICE OF REGULATORY STAFF

1441 Main Street, Suite 300, Columbia, SC 29201

Post Office Box 11263, Columbia, SC 29211
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that an unspecifie portion of the S19.2
million in gains from these sales be allo-
cated for the benefi of the ratepayers. The
company denies the charges. The CPUC
does not have to take the ORA's advice,
but this is the firs case of this nature,
making timeline and outcome of a resolu-
tion difflcult to pin down. We expect the
claim to slow earnings growth until the
matter is concluded, though. As a result,
we have lowered our 2005 earnings es-
timate by a dime, to S1.60 a share.
Growth-minded investors will want to
look elsewhere. These untimely shares
are likely to underperform the broad mar-
ket out to late decade. Besides the un-
certainty surrounding the motion by the
ORA, profit will likely be thwarted by
ongoing share and debt issuances, a prod-
uct of rising infrastructure costs.
However, Cal may interest those look-
ing for some income. The company of-
fers an above-average dividend yield. And
the recent dividend hike marks the 38th
consecutive year that it has increased its
payout. Risk-averse investors should like
the stock's 2 (Above Average) Safety rank.
Andre X Costanza Apr8 29, 2005

BUSINESS: CaNomia Wafer Savice Group provides regulated and

nonregulated water senrice h over 2 mSion people (451,800 cus-

tomers) h 75 ccnnmlfiTies h Calihmh, Washington, and New

Mexho. Main service «eas: San Frandsco Bay area, Sacrameto

Valley, Salnas Valley, San Joaquh Vsley 8 parts of Los Angeles,

Acquired Nslonsl LNRy Company (5/04); Rh Grande Corp.

Changes within the California Public
Utility Commission (CPUC) paint a
brighter picture for California Water
Service Group going forward. The com-

any has been forced to deal with regu-
atory delays from the board for years, as

general rate case requests often remained
in limbo for up to two years. However, two
of the main adversaries to rate increase
requests stepped down earlier this year
and were replaced with more business-
friendly candidates. The landscape has al-
ready improved, as CWT received- approval
to increase rates on an annual basis by
$4.1 million effective January, 2005. The
company is currently awaiting a decision
on its 2004 general rate case for eight dis-
tricts, totaling S26.5 million.
However, there are some concerns
looming. Earlier this year, the Office of
Ratepayer Advocates (ORA) took issue
with CWT's land sale program. The CPUC
branch, responsible for looking out for
ratepayers, charged that CWT violated the
California Water Utility Infrastructure
Improvement Act of 1995, challenging its
land sales since 1996. It recommended
that the company pay a small fine and
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MARKErCAP:$600million(SmallCap) 12% 3.8% 6.9% 2.8% 3.9% 1.8% NMF 1.9% .7% 1.8% 3.0_ 4.9% R_almdto_ Eq $.9%
CURRENTPOSrrlON2092 2003 12/31/04 86% 69% 56% 74% 79% 82% 119% 90% 91% 89% 71% _ :MIWdstoHItPmf bT_

Ca_$_ltL_) 1.1 2.9 18.8 BUSINESS:Ca_fomiaWaterSeriesGroupprovidesregulatedand (11/00).Revenuebreakdown,_4: r_ 70%;I_ 16%;
Oth_ 41.9 40.6 51.6 nonm�ulatedwater_ to over2 millionpeople(451,800c_- publicauthori_, 5%; indusldal,4%; olh_, 3%. '04 reposed
CurrentAssets "_ _ --_ bmem) in 75 conv_m_ in CaliforniaWashington,andNew depmc,rote:2.3%.Hasabout837 en_b_ Chairman:

Ac_ _ueaYabb 23.7 23.8 19.8 Mexico.Mainserviceareas:SanFmndscoBayarea,SacramentoW. Foy.Pmskkmt& CEO:PeterC. Nelson.Irr_:Delaware.Ad-24_ 7.3
Other 43.0 32.5 36"._,.Valk_-y,SallnasValley,SanJoaqulnValley&paflsofLesAngek_.dr_m:1720Nor_ Rndb_SanJo_,_ 65112-4565.
CummtLklb. _ _ _ AcquiredNationalUtilityCompany(5/04): Rio GrandeC_p. Telephone:408-367-8200.intoner:www.c_wMer.esm.
F,cCh_.Cov. 250% 218% 200% Changes within the California Public that an unspecified portion of the $19.2
ANNUALPATES Pint Past EsVd'02"04 Utility Commission (CPUC) paint a million in gains from these sales be a_Io-
ofdm_0m_) tOY_ 6Yn. to'{Hk'l! brighter picture for California Water cated for the benefit of the ratepayers. 1he
Revenues 3.0% 2.0% 4.0_ Service Group going forward. The corn- company denies the charges. The CPUC
"CashFIo_' 2.0% -1.5% 7.5_

_).5% -6.5% 9.5_; Vany has been forced to deal with regu- does not have to take the ORA's advice,2.0% 1.0% 1.591 latory delays from the board for years, as but this is the first case of this nature
BonkValue 2.5% 1.0% 5.5_i general rate case requests often remained making timeline and outcome of a resolu-

QUARIT_RLYREVENUES($BilL)1 Full in limbo for up to two years. However, two tton difficult to pin down. We expect uteMar.31 Jun.30 _p.30 I)_3 Year of the main adversaries to rate increase claim to slow earnings growth until the
2002 51.7 692 81.4 60.9 2632 requests stepped down earlier this year matter is concluded, though. As a result,
2003 51_3 68.0 682 69.6 277.1 and were replaced with more business- we have lowered our 2005 earnings es-

20t4 60.2 68.9 97.1 69.4 315.6
2006 75.0 I_0 110 15.0

Cal- EARNINGSPEP,SHAREAZ Full
e,dar JMar_t Jun.3OSep.30 De¢.31 Year
2002 .12 .43 .50 20 125
2003 ¢68 30 .53 .41 121
2004 .08 ,59 .68 20 1.46
2_i .10 .1¢ .15 .28 t.60
20_ ,18 .15 ._ .30 1.75

Cal- QUARTERLYDM{TcND$PAIDu, Full
_dar Mar.31J-n_lO Sep_O De¢.31 Year

.279 279 279 2/3 t.12
2002 .28 28 28 28 1;12
2003 .281 251 281 281 1.12
2004 .283 .283 283 283 1.13
200S 255

(A)BasicEPS.Exd.nonrecun_nggain(k_): (B)'Di_4den_..hls_ .pakl_n_l:_,, J[C)in_JLd_;-,_l G,a,-_- In '04:$54-3mill., C,,,i,-_i r,,--,_;.: _. ;._-. B++Stock'sPriceStability SO
,00,(79);'01,49;Q2'02,St. Ne_ _m_9_ mY.,u_9.,NOV."u_o n"_ P_ I ,_ ,_-_-_...... -_ _--_ pf_ Omw_ Pmbt_ 95

_IV_i_. f,# ill IIN_I_ s gl._uot_u M_l_m_

EarningsPl_lictaHIty 65
' SIBLEFORANYERRORSOROMISSIONSHER_.iris is_ceymr.sm_s o_ w_. • .1_"THEPUBUSHERISNOTRESPON ..... risp_mon ............. " or_--

friendly candidates. The landscape has al-
ready improved, as CWT received approval
to increase rates on an annual basis by
$4.1 million effective January, 2005. The
company is currently awaiting a decision
on its 2004 general rate case for eight dis-
trlcts, totalin_ $26.5 million.
However, there are some concerns
looming. Earlier this year, the Office of
Ratepayer Advocates (ORA) took issue
with CWT's land sale program. The CPUC
branch, responsible for looking_ out for
ratepayers, charged that CWT violated the
California Water Utility Infrastructure
Improvement Act of 1995, challenging its
land sales since 1996. It recommended
that the company pay a small fine and

timate by a dime, to $1.60 a share.
Growth-minded investors will wLnt to
look elsewhere. These untimely shares
are likely to underperform the broad mar-
ket out to late decade. Besides the un-
certainty surrounding the motion by. the
ORA, profits will likely be thwarted by
ongoing share and debt issuances, a prod-
uct of rising infrastructure cos__. _ .
However, Cal may interest those look-
ing for some income. The company of.
fers an above-averago dividend yield. And
the recent dividend hike marks the 38th
consecutive year that tt has increased its
payout. Risk-averse investors should like
the stock's 2 (Above Average) Safety rank.
Andre J. Costanza April 29, 200',
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CAPITALSTRUCTUREasof12/31/04
TotalDebt$884.2mill.Duein5 Yrs$221.8mll.
LTDebt$748.9mill. LTInterest$40.0mill.
(Totalinterest_: 3.7x)

;115.3ml.
OMIg.$171.1m/IL

Pfd8tookNone

CommonStock95,475,161shmm
_ of _tlV95

MARRETCAP:$2.5billion(MidCap)
CURRENT POSITION

_to_ (Av__4t)
CummtA_ets
Ac_ Payable
DebtDue
Other
CunentUab.

ANNUALRA'II_ Pest

Revenues 5.5%
"CashFlow" 9.5%

[_d_mds 9.0%5.5%
BookValue 8.5%

2002 2003 12/31/04

49.7 39.2 13.1
57.7 62.3 64.5

4.8 5.8 6.9
2.7 5.1 5.6

31.1 32.3 23.5
149.4 135.8 135.3
46.0 63.9 58.6

"_'_ -YY_ -2T_
347% 344% 364%

Past Est'd'02-'04
5Ym. to'N-'tO

7.5% 8.0%
9.5% 7.0%
8.5% 9.0%
6.5% 7.0%

10.5% 6.0%

BUSINESS:,_luaAmerica,Ir_ is _m _ compe_yforwater
andwastewateru_litiesthatse_) appro_mate_2.5 millionnml-
dentsin Pennsylvania,Ohio, NewJersey,illinois,Maine,Hor_
Carolina,Texas,Rodda,Kentucky,endlive_ states.Divested
t_resof fournon-water_ in '91;telemarkeUnggroupin
'93; andothers.AcquiredConsumersWater,4/99;AquaSeurm,

7/03;and ob_em.Watersupplyrevenues'04: _, 60%;
commercial,15%;indueldal& other,25%. Officemenddirec_m
own1.5%of theo_on stock(4_ Pro_f_Chairman&ChiofEx-
ecuEveOfficecNicholasDe_. Inooq_rated:
Address:762 WestI..mcuW Avenue,B_n Mawr,Peonsytvlmla
19010.Telephone:610-525-1400.k_me_ _vw.aquesmedca.com.

We look for Aqua America to realize
an earnings gain of about 12% in the
current year, following similar increases
in 2004. Continued growth will likely stem
from further acquisitions and some rate
increases. The company could also benefit
from a long hot summer, as reservoirs in
the Northeast are at or near capacity
thanks to a wet winter, which will enable

New Jersey, areas in which the company
already has a strong presence. It is likely
to file for additional rate hikes, reflecting
the cost of hose acquisitions. Also, three of
these purchases represent Aquas first
venture into the specialized area of
wastewater treatment. It will enable the

company to provide internal sludge haul-
ing and collection system maintenance for

the utility to meet customer demand from
its own facilities.
Management has been fairly success-
ful in securing rate increases. A pend-
ing North Carolina case will yield a $3.2
million increase if granted in full. We be-
lieve a realistic decision will be reached,
based on previous outcomes in that state.
Utility commissions are more apt to award
increases due to rising capital costs rather
than operating expenses. Its ability to
lower the ratio of expenses to revenues trn-

_-----F-_-Am_Ym_NUES($d) _--
e_ar Mar,31Jun.30Se .30 Dec.31 _

_.7 76.6 91.9 81.8 13',_-0]
2OO4

_2__ _0"3 _ "4 l:lO"

elf

2_2

presses the commission.
The company is further expan.din_
through acquisitions. WTR completed o.

_li_ iI:_2 111_2 iii_ 2005. We expect a similar rate of expan-
:_ sion throughout the year. Most of these op-

erations are located in Pennsylvania and

its own treatment facilities in south-
eastern Pennsylvania. If this allows
tighter cost control, it may be applied to
other geographic regions as opportunity al-
lows, perhaps providing a new source of
earnings.
This stock's Price/Earnings ratio is
somewhat above its 15-year median.
Consequently, despite decent earnings
growth prospects, this equity's appreci-
ation 2otential to 2008-2010 is unattrac-
tive. But acquisitions of additional small
water utilities will likely continue. The
company has typically been able to in-
crease returns on those operations, due to
its larger size and lower capital costs. Ac-
cordingly, our projections might well prove
conservative.
Marc Denton Apr/J 29, 2005
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